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SUBJECT: School Tuition Organization Credit/FTB Report Fiscal Inpact To Legislature

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of hill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’'S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY .

DEPARTMENT POSITION CHANGED TO NO POSITION.

X REMAINDER OF PREVIOUS ANALY SIS OF BILL ASINTRODUCED FEBRUARY 18, 1998, STILL APPLIES.
X OTHER - See comments below.

x

SUWARY OF BILL

Under the Personal Incone Tax Law (Pl TL) and Bank and Corporation Tax Law
(B&CTL), this bill would authorize a credit equal to any voluntary cash
contributions nmade to a school tuition organization, up to $500.

SUWWARY OF AMENDMENT

The April 15, 1998, anendnent requires a school tuition organization to provide a
contribution receipt to the taxpayer which includes the date and amount of
contribution and a statenent that:

the contribution will be distributed to a qualified school;

the contribution will not be used to pay or offset tuition or any other costs
of the taxpayer's dependent(s) or, in the case of a bank or corporation, the
dependent (s) of the taxpayer's key enpl oyees;

the school tuition organization neets all requirenments for a "school tuition
organi zation."

The taxpayer is required to provide a copy of the receipt to the Franchise Tax
Board, upon request.
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The April 15, 1998, anendnent disallows the credit if the taxpayer designates or

the organization utilizes a donation to the school tuition organization to pay or
offset the tuition or other costs of the taxpayer's dependent(s), or in the case

of a bank or corporation, the taxpayer's key enpl oyees' dependent(s). "Key

enpl oyees" is defined by reference to the Internal Revenue Code.

These anmendnents resol ved the departnent's inplenentation concerns. Except for

those i npl enmentati on concerns, the departnment's analysis of this bill as
i ntroduced February 18, 1998, still applies. The policy considerations which
still apply are restated as foll ows.

Pol i cy Consi derations

This bill would provide an unprecedented 100% credit for qualified
contributions up to $500 per taxable or incone year.

Wi |l e single taxpayers would be allowed a $500 credit, a husband and wife
filing separately would be limted to $250 each

This bill does not contain a sunset date so the Legislature may reviewits
effecti veness.

BOARD POSI TI ON

No Position.

At its nmeeting on March 26, 1998, the Franchise Tax Board considered this bil
but took no position. Julie Bornstein, on behalf of Controller Kathleen Connell
was neutral. Menber Dean Andal was in support and Robin J. Dezenber, on behal f
of Menber Craig L. Brown, abstained.



